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Why GAO Did This Study 

The National School Lunch and 
Breakfast Programs provide 
millions of children with low-cost | 

or free nutritious meals each * 

school day. In school year 199&-97, I 
the Department of Agriculture j 

instituted more stringent 
requirements for the nutritional 
content of school meals. GAO was ! 
asked to study the school food | 
service revenues and expenses and 
how they have changed since the 
requirements went into effect. This 
report includes information on the 
sources of revenues available for 
providing meals, the expenses of 
producing meals, the revenues 
compared to expenses, and the 
approaches that local school food 
authorities have adopted to manage 
their school food service finances. 

It uses data from six selected 
states. This report does not provide 
specific information on the 
expense of producing a i 

reimbursable school lunch or 
breakfast. 



What GAO Found 

Revenue from federal reimbursements and the sale of food were the 
principal sources of revenue for school food services in the six states GAO 
reviewed for school years 1996-97 through 2000-01. Federal reimbursements 
decreased slightly in proportion to the total, while revenues from food sales 
increased slightly. Funds from state governments and other sources 
represented a relatively small portion of total revenues and remained 
relatively stable as a share of total revenues. 

Labor and food purchases were the principal expenses for the six states, 
sharing nearly equal proportions and changing only slightly. Labor expenses, 
which included salaries and benefits for food service employees, grew 
slightly while food expenses decreased slightly. Other expenses, such as 
contract services, made up a smaller portion of expenses, and this portion 
remained constant. 

The six states had a small though increasing shortfall in total revenue 
compared to expenses over the 5-year period, as shown below. Their total 
expenses increased by about 22 percent, while their total revenues increased 
by about 20 percent. The portion of total school food service expenses 
covered by federal reimbursements declined from 54 to 51 percent, and the 
portion of expenses paid by state funds was small and declined slightly. 

Changes in Total School Food Service Revenues and Expenses in Six States 

Dollars (in billions) 

4.2 
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To view the full report, including the scope 
and methodology, click on the link above. 
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Source: Florida, Missouri, New York, Ohio, Texas, and Virginia Departments ot Education. 

To limit their expenses and maximize their revenues, local school food 
authority officials reported buying food in bulk, hiring more part-time staff, 
expanding a la carte food sales and catering programs, and other strategies. 
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Accountability * Integrity * Reliability 



United States General Accounting Office 
Washington, DC 20548 



May 9, 2003 

The Honorable Tom Harkin 
Ranking Minority Member 
Committee on Agriculture, 

Nutrition, and Forestry 
United States Senate 

The Honorable Tom Daschle 
The Honorable Tim Johnson 
The Honorable Jay Rockefeller 
United States Senate 

The National School Lunch and the School Breakfast Programs provide 
millions of children with nutritious meals each school day. The U.S. 
Department of Agriculture’s (USDA) Food and Nutrition Service provides 
states with federal cash reimbursements for each meal served that meets 
federal requirements. 1 USDA also provides states with donated 
commodities for each school lunch served. Any child at a participating 
school may purchase these meals, and children from certain low-income 
households may receive the meals free or at a reduced price. A 
comprehensive study conducted a decade ago concluded that the 
combined federal reimbursements paid to states for the free breakfasts 
and lunches that students received covered the expenses of producing 
them. 2 However, the study was conducted before USDA established more 
stringent requirements for the nutritional content of school meals, 
beginning in school year 1996-97. The effect of these revised requirements 
on school food service finances is not known. Meanwhile, a recent rise in 



School lunches, for example, must meet the applicable recommendations of the Dietary 
Guidelines for Americans, which recommend that no more than 30 percent of an 
individual’s calories come from fat and less than 10 percent from saturated fat. Regulations 
also establish a standard for school lunches to provide one-third of the Recommended 
Dietary Allowances of protein, Vitamin A, Vitamin C, iron, calcium, and calories. When 
schools serve meals that do not comply with federal nutrition requirements, program 
regulations allow the states to withhold federal reimbursements if the schools have not 
been acting in good faith to meet the requirements. However, USDA officials questioned 
whether holding back federal reimbursements offers a practical or realistic solution 
because of the possibility of program cutbacks or closure and the effect on the students, 
especially those receiving free or reduced price lunches. 

2 Abt. Associates, Inc., School Lunch and Breakfast Cost Study - Final Report, a special 
report prepared at the request of USDA, Oct 1994. 
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